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result in a total QCPAC charge of 4.35%." The additional QCPAC surcharge is
projected to be $1.43 per month above and beyond the current QCPAC charge of
$0.91 per month resulting in the average monthly single-family bill being $56.33.
If granted, over what period of time does the Company expect to recoup the
QCPAC not collected between the bond issuance date and the
Commission’s final order date?

Assuming a bond sale date during the first week in April and a fully approved and
tariffed QCPAC by the end of September 2019, this would result in six months of
the 2019 QCPAC surcharge to be recouped. For the single-family residential
customers this would result in a recoupment amount of about $8.58. The
Company is requesting to recoup the uncollected QCPAC surcharge in one month,
as it needs the inclusion in rates back to the bond issuance date to allow the
collection of cash related to the QCPAC surcharge needed to make the initial
interest and principal payments.

When will the QCPAC be eliminated?

The QCPAC will be changed from a surcharge to a permanent rate at each rate
case resulting in the QCPAC percentage being reset to 0% with each rate case.
How will the revenues collected via the QCPAC surcharge be divided among
the Company’s revenue requirements?

The revenues collected via the QCPAC surcharge will be divided on a percentage
basis between the MOERR, DSRR and 0.1 DSRR accounts to reflect the fact that
the QCPAC surcharge is designed to collect property taxes (a Material Operating

expense, principal and interest (a Debt Service expense) and 10% cash coverage

1 See Exhibit 1, footnotes 9 and 13 regarding the calculation of cumulative surcharge.
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of the principal and interest (a 0.1 debt service coverage) associated with the
QCP’s that are in service and have been bonded for.

How much short-term interest does the Company project it will incur on its
Fixed Asset Line of Credit (FALOC) used to fund its 2018 QCP’s?

The Company projects it will incur about $152,000 of interest on the debt incurred
in 2018 associated with the funding of its 2018 QCP’s.

How does the Company propose to pay for the interest incurred from the
FALOC borrowings?

The Company will need to use the cash generated from the 0.1 DSRR in 2018.
Does the Company propose to pay the interest on future FALOC borrowings
with the cash generated from the 0.1 DSRR?

The Company is seeking approval as part of this petition the authority to pay the
interest incurred on the FALOC each year, to be included in the amounts for which
bonds are issued each year to pay off the FALOC. This would result in the interest
incurred being capitalized over the life of the QCP’s that are being bonded for.
This would allow more cash from the 0.1 DSRR account to be used to prefund
capital or refill rate stabilization funds without having to borrow cash.

Do you have any additional testimony to offer?

No. This completes my testimony.
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